§618.8030

not offer during the most recently
completed business cycle (generally 1
year), the board of directors of the
funding bank must verify that the as-
sociation has performed a feasibility
analysis pursuant to §618.8020. The
bank review is limited to a determina-
tion that the feasibility analysis is
complete and that the analysis estab-
lishes that it is feasible for the associa-
tion to provide the program. Any con-
clusion by the bank that the feasibility
analysis is incomplete or fails to dem-
onstrate program feasibility must be
fully supported and communicated to
the association in writing within 60
days of its submission to the bank.

(b) Prior to a service corporation of-
fering a service for the first time or of-
fering a service that it did not offer
during the most recently completed
business cycle (generally 1 year), the
owners of the service corporation must
verify that the service corporation has
performed a feasibility analysis pursu-
ant to §618.8020. If the owners all agree,
one bank with a significant ownership
interest can be delegated this responsi-
bility.

[60 FR 34099, June 30, 1995; 60 FR 42029, Aug.
15, 1995]

§618.8030 Out-of-territory
services.

related

(a) System banks and associations
may offer related services outside their
chartered territories subject to the fol-
lowing conditions:

(1) The System bank or association
obtains consent from all chartered in-
stitutions currently offering the same
type of service in the territory in
which the service is to be provided; or

(2) If no System bank or association
is currently offering the same type of
service in the territory, then the out-
of-territory institution must obtain
the consent of at least one direct lend-
er institution chartered in the terri-
tory in which the related service is to
be provided.

(3) The consent obtained pursuant to
paragraphs (a)(1) and (a)(2) of this sec-
tion shall be in the form of a written
agreement with specific terms and con-
ditions including timeframes.

(b) System banks and associations
providing out-of-territory services
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must fulfill all requirements of sub-
parts A and B of this part 618.

(c) An institution that consents to
another bank or association providing
a related service in its chartered terri-
tory must meet the requirements of
this section, but need not comply with
the other requirements of subparts A
and B of this part 618, unless the pro-
gram consented to imposes a financial
obligation on the consenting institu-
tion. If a financial obligation exists,
then the consenting institution must
comply with §§618.8015, 618.8020 and
618.8025.

(d) Service corporations must follow
the requirements of this section in of-
fering related services out-of-territory.
A service corporation cannot consent
to an out-of-territory institution pro-
viding services in its chartered terri-
tory.

Subpart B—Member Insurance

§61§.8040 Authorized insurance serv-
ices.

(a) Farm Credit System banks (ex-
cluding banks for cooperatives) (here-
inafter banks) and associations may
sell to their members and borrowers,
on an optional basis, credit or term life
and credit disability insurance appro-
priate to protect the loan commitment
in the event of death or disability of
the debtors. The sale of other insur-
ance necessary to protect a member’s
or borrower’s farm or aquatic unit is
permitted, but limited to hail and mul-
tiple-peril crop insurance, title insur-
ance, and insurance necessary to pro-
tect the facilities and equipment of
aquatic members and borrowers. A
member or borrower shall have the op-
tion, without coercion from the bank
or association, to accept or reject such
insurance.

(b) Bank and association board poli-
cies governing the provision of member
insurance programs shall be estab-
lished within the following general
guidelines:

(1) A System bank or association
may provide credit or term-life or cred-
it-disability insurance only to persons
who have a loan or lease with any Sys-
tem bank or association, without re-
gard to whether such institution is the
provider. Term-life insurance coverage
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may continue after the loan has been
repaid or the lease terminated, pro-
vided the member can reasonably be
expected to borrow again within 2
years, and provided the continuation of
insurance is not contrary to state law.

(2) A debtor-creditor relationship is
not required for the sale of other insur-
ance specified in paragraph (a) of this
section, as long as purchasers are mem-
bers of a System bank or association.
For the purposes of this section,
“member’ means someone eligible to
borrow who is a stockholder or partici-
pation certificate holder and who ac-
quired stock or participation certifi-
cates to obtain a loan, for investment
purposes, or to qualify for other serv-
ices of the association or bank.

(3) In making insurance available
through private insurers, each bank
shall approve the programs of more
than two insurers for each type of in-
surance offered in the bank’s chartered
territory, provided that more than two
insurers for each type of insurance
have proposed programs to the bank
that will, in all likelihood, have long-
term viability, and meet the require-
ments of §618.8040(b)(4)(i) of this sec-
tion. The banks shall make a reason-
able and good faith effort to attract
more than two qualified insurers for
each insurance program offered to bor-
rowers in all States of the bank’s char-
tered territory. Where the bank is un-
able to approve more than two insur-
ers, the bank shall document its efforts
to attract additional qualified insurers
for the affected insurance program and
State. The banks may provide com-
parative information relating to costs
and quality of approved programs and
the financial condition of approved
companies.

(4) Member insurance services may
be offered only if:

(i) The insurance program has been
approved by the bank or association
from among eligible programs made
available to it by insurers—

(A) Meeting reasonable financial and
quality of service standards prescribed
by the bank; and

(B) Licensed under State law to do
business in the State(s) in which the
insurance is offered:

(ii) The bank or association has the
capacity to render authorized insur-

§618.8040

ance services in an effective and effi-
cient manner;

(iii) There exists the probability that
the service will generate sufficient rev-
enue to cover all costs;

(iv) Rendering the insurance service
will not have an adverse effect on the
credit or other operations of the bank
or association; and

(v) In making insurance available
through approved insurers, the board of
directors of the bank or association
shall make a reasonable and good faith
effort to select and offer at least two
approved insurers for each type of in-
surance made available to the members
and borrowers. In the event that the
bank or association has selected less
than two insurers for any insurance
program, such bank or association
shall document the reasons why it is
unable to offer members and borrowers
additional insurers for the affected in-
surance program.

(5) All costs to members and bor-
rowers for insurance services provided
shall be disclosed separately from in-
terest charges.

(6) Bank and association personnel
shall not benefit from insurance sales
by receipt of commissions or gifts from
underwriting insurance companies.
However, employees may participate in
an incentive plan under which incen-
tive compensation is provided based on
the sale of insurance.

(i) In any single year, for all employ-
ees except full-time insurance per-
sonnel or full-time supervisors or man-
agers of insurance departments, incen-
tive compensation attributable to sales
of all types of insurance cannot exceed
an amount equivalent to 5 percent of
the recipient’s annual base salary.

(ii) In any single year, for full-time
insurance personnel and full-time su-
pervisors and managers of insurance
departments, incentive compensation
for sales of credit life and similar types
of insurance (i.e. insurance that pays
on a loan or mortgage upon the death
or disability of the debtor) cannot ex-
ceed an amount equivalent to 5 percent
of the recipient’s annual base salary.

(iii) No incentive compensation limit
applies to sales of other insurance
(crop, title, etc.) by full-time insurance
personnel or full-time supervisors or
managers of insurance departments.
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(7) Term insurance may be written
for the amount of coverage desired by
the member or borrower, but in no case
may the amount of term insurance,
credit life insurance, or a combination
of the two with an institution of the
System, be in excess of total loan com-
mitments to the member or borrower
by the institution writing the insur-
ance.

(8) The banks may, only by agree-
ment with an insurer, offer services
traditionally furnished by insurers to
the Farm Credit System. This shall in-
clude master marketers when consid-
ering the sale of Federal crop insur-
ance. The banks shall not underwrite
insurance, adjust claim payments or
settlements, or train and school or
service adjustors or insurance agents.

(9) No bank or association shall, di-
rectly or indirectly, condition the ex-
tension of credit or provision of other
service on the purchase of insurance
sold or endorsed by a bank or associa-
tion. At the time insurance sold or en-
dorsed by a bank or association is of-
fered to a member or borrower, a bank
or association shall present a written
notice that the service is optional. The
notice shall be in prominent type and
separately signed by the member or
borrower. The bank or association
shall explain to the member or bor-
rower that purchase of insurance from
the association is optional and that the
member or borrower will not be dis-
criminated against for obtaining the
insurance elsewhere.

(10) No bank or association shall, di-
rectly or indirectly, discriminate in
any manner against any agent, broker,
or insurer that is not affiliated with
such bank or association, or against
any party who purchases insurance
through any such nonaffiliated insur-
ance agent, broker, or insurer.

(11) Bank supervision shall ensure
that insurance services offered by ap-
proved insurers consistently provide
members or borrowers with a high
quality and cost-effective service as
prescribed by policies of the bank’s
board of directors, but such supervision
shall be without any coercion or sua-
sion from any bank in favor of any
agent or insurer.

(12) Records must be maintained by
banks and associations in sufficient de-
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tail to facilitate the review and super-
vision required herein.

[47 FR 38867, Sept. 3, 1982, as amended at 53
FR 35305, Sept. 13, 1988; 56 FR 65990, Dec. 20,
1991. Redesignated and amended at 60 FR
34099, 34101, June 30, 1995]

Subparts C-F [Reserved]

Subpart G—Releasing Information

§618.8300 General regulation.

Except as necessary in performing of-
ficial duties or as authorized in the fol-
lowing paragraphs, no director or em-
ployee of a bank, association, or agen-
cy thereof shall disclose information of
a type not ordinarily contained in pub-
lished reports or press releases regard-
ing any such banks or associations or
their borrowers or members.

[37 FR 11442, June 7, 1972. Redesignated at 47
FR 12151, Mar. 22, 1982]

§618.8310 Lists
stockholders.

(a) Any System institution, for the
purpose of protecting the security posi-
tion of the institution, may provide
lists of borrowers to buyers, ware-
housemen, and others who deal in
produce or livestock of the kind that
secures such loans, except to the ex-
tent such actions are prohibited by
State laws adopted in accordance with
the Food Security Act of 1985, Pub. L.
99-198, 99 Stat. 1354. Lists of borrowers
or stockholders shall not otherwise be
released by any bank or association ex-
cept in accordance with paragraph (b)
of this section.

(b)(1) Within 7 days after receipt of a
written request by a stockholder, each
agricultural credit bank, bank for co-
operatives, Federal land bank associa-
tion, production credit association,
merged association, or Farm Credit
Bank shall provide a current list of its
stockholders to such requesting stock-
holder. As a condition to providing the
list, the bank or association may re-
quire that the stockholder agree and
certify in writing that the stockholder
will:

(i) Utilize the list exclusively for
communicating with stockholders for
permissible purposes; and

of borrowers and
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